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Optional Tax on Individuals
By RUTH A. CLARK, C. P. A.
The 1941 Federal Income Tax Act 
provides for an Optional Tax on in­
dividuals with gross incomes of $3,- 
000 or less and derived solely from 
salaries, wages, compensation for 
personal services, dividends, inter­
est, rents, annuities, or royalties.
The purpose of Form 1040-A is to 
simplify the preparation of returns 
of individuals in the lower income 
brackets.
However, unless a taxpayer has 
no substantial deductions, the use of 
Form 1040-A will probably result in 
a higher tax. It is therefore advis­
able to compute the tax under both 
methods and elect to use the form 
resulting in the lower tax.
The use of either form constitutes 
election and once made is irrevoc­
able for that particular taxable year. 
If the optional method was elected 
and later the taxpayer discovered a 
deductible bad debt or loss, he could 
not file an amended return on Form 
1040. However, the following year, 
the taxpayer could elect to use 
either method. For example, if the 
taxpayer filed his 1941 return on 
Form 1040-A, he could elect to file 
his 1942 return on Form 1040.
Under the optional method, the 
status of the taxpayer on the last 
day of the year governs the amount 
of personal exemption and credit for 
dependents. A taxpayer acquiring a 
dependent during December may 
find it advantageous to use Form 
1040-A since there is no proration 
of the credit as provided under the 
regular method. On the other hand, 
if a taxpayer had a dependent for a 
good portion of the year but not on 
December 31st, then the use of Form 
1040 would prove to be more advan­
tageous.
If a husband and wife elect to 
file separate returns, one may elect 
to use Form 1040 and the other 
1040-A. It is advisable to compute 
the tax under both methods as the 
use of 1040-A may result in a higher 
tax.
If a joint return is filed, the $3000 
limitation applies to the combined 
Gross Income. If separate returns 
are filed, the $3000 limitation applies 
to the Gross Income of each.
If a husband and wife file separate 
returns, and one spouse elects to 
use Form 1040-A, the other is en­
titled to a personal exemption of 
$750.00 only. The tax liability of the 
spouse using Form 1040-A would be 
that of a single person.
If an individual derives any in­
come except from the prescribed 
sources, he cannot elect to use the 
optional method. For example, if 
the taxpayer had any gain from the 
sale of property or income from a 
trust, he could not file his return 
on Form 1040-A.
While the optional method was 
adopted in the 1941 Act to simplify 
the filing of returns by the taxpay­
ers in the lower brackets, it appears 
that this adoption may result in 
more computations as the individual 
is. generally speaking, interested in 
filing his return under whatever 




“. . . Our plant was one of those 
which the O. P. A. C. picked for price 
control figures in the frame indus­
try. In order to give them the cost 
figures they wanted I made quite a 
study of the cost problem involved 
and am trying to build an article 
around this. Do you want anything 
as technical as this? ...”
“. . . We are a little disorganized 
here due to the possibility of black­
outs. We haven’t had but one, but 
the authorities have requested peo­
ple to stay home at nights. Los An­
geles covers a territory more than 
400 square miles and some of our 
members come from suburbs beyond 
that area. We have voted to change 
our dinner meetings to Sunday 
morning breakfasts. ...”
